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InterOffice Memo ' =A0-543 - R

To: Ken Velten VIA FAX 1-310-593-2980
Director, Commerical Aircraft Business Activities

From: Lisa Widmier-Dowd, MDRC ¢

Date: January 22, 1993
Subject: LAND VALUE RESIDUAL OF TORRANCE AND DAC-LONG
BEACH

Pursuant to your request, | have performed a land value residual analysis on
the 170.31 acre Torrance site and extrapolated this value analysis to the
370.32 acre DAC-Long Beach site.

The land value residual is derived as a function of anticipated pre-tax cash
outflows and inflows over time which the buyer will incur as he develops
the site discounted back at the buyer's hurdle pre-tax internal rate of return.
In other words, it is the highest price the buyer can pay for the land and still
meet his internal rate of return benchmark.

Please call me with any questions or further requests. | will be happy to
assist you.

CC: Thomas J. Motherway
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DISCUSSION OUTLINE

September 24, 1992
MARKET STUDY
McDONNELL DOUGLAS AND MARTIN MARIETTA PROPERTIES
LOS ANGELES, CALIFORNIA
Vacant Land Prices
® Land prices for industrial land range from $9 to $40 per square foot and have averaged about

$15 per square foot and greatly depend on location and other land characteristics. Today there
are essentially no buyers.

Tentative Conclusions

° This site has good, competitive characteristics for the development of ¢corporate headquarters
and light industrial when market conditions recover.

® The economic factors for financially viable speculative light industrial development will not be
in place for several years.

° The site should be able to capture its fair share of the submarket’'s absorption.

® including the subject properties, there are probably 700 to 800 acres of vacant industrial land in
the submarket.

- Long-term average annual submarket absorption rates of 50 to 60 acres per year imply a
12- to 16-year absorption period for this land.

- The average annual absorption rates reflect very little absorption for the next two to

three years, relatively high rates during the mid- to late-1990s and low rates during the
next recession.

OFFICE MARKET OVERVIEW

) The subject properties are located in the 190th Street Corridor micromarket within the South
Bay submarket
. The South Bay Submarket has been plagued by high vacancy rates, low rents and a large

number of bankruptcies.

- Most of the major office developments in the area have gone back to their lenders,
particularly in the 190th Street Corridor.

Inventory and Vacancy

° As of the first quarter 1992, there are approximately 30 million square feet of office space in
the South Bay inventory with 6 million square feet vacant (20%).

- Vacancy rates have ranged between 17% and 23% over the past six years.

PRELIMINARY DRAFT
FOR DISCUSS!ION PURFGSES ONLY

& RESTRICTED TO INTERNAL USE
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. THE KEITH COMPANIES
k_{ Octobar 23, 1992 11802.00

Mr. Merle Pautsch .
MoDonnel Douglas Realty Company
18881 Von Xarman Avenue, #1200
Irvine, CA 92715

[

Raegarding: Evaluation of Potential Parcelization Effects -
Torrances Facility

Dear Maerlet

Per your reguest, we have very briefl gtudied the possible
acreage losses dus to and costs aasociated with streets for
two lot size scenarios. For purposes of tha study, ve
utilized a 66’ Right of Way industrial street section,
parcel size constraints outlined below, and the assumption
that all street would be new and costs would include paving,
curb and gutter, sewer mainline, water mainline, fire
hydrants, street lights, and storm drains.

y

The results are shown below:

 Plansing
QPTION 1 QPTION 2 C Enghesing
k,, Total Site 171 Acres 171 Acras 1 Environments!
_ Sorvices
Lot Size 3-5 Acres 10-15 Acres
Landscaps
Arohitecture
Lot Count 33 14
Land
Street Area Surveying
(% of Total) 22 Acres (12.8%) 13 Acres (7.6%) Pubie Warks
Magnitude Street Water Resourcos
Cost $2,700,000 $1,600,000

A8 we discuased, much value engineering would eventually
occur to optimize use of existing utilities and paved
roadways when possible. If you should decida to study ths
issua further, pleasa don’t hesitate to ask as we are sure
that many possibilities exist.

Sinceraly,

KEITH ENGINEERING, -INC.
dba_ THE KEITH.COMPANIES

(L E 7 Nielsen, P.E.
Presidant, Engineering

8998-SEF-11502-L

(114) BEB-7000 .
2385 Red Hill Avanws, Costa Mess, CA 92828

BOE-C6-0113020



3170 E. Washington Blvd.
P.O. Box 23427

Los Angeles, CA 90023
Phone: (213) 269-0633

August 26, 1992 FAX: (2(?23)53}3‘3;28
Cal. Cont Lic. 021064

McDonnell Douglas Corporation

McDonnell Douglas Realty Company

18881 Von Karman Avenue

Suite 1200

Irvine, CA 92715

Attn.: Merle G. Pautsch
Sr. Vice President, Development

Re.: Proposed Demolition of Torrance Facility
Torrance, CA

Dear Mr. Pautsch:

Cleveland Wrecking Company is pleased to present its budgetary proposal for the demolition of the
Douglas Aircraft Torrance Facility.

As we understand, a shut-down and dismantlement of these Torrance facilities is currently being
planned, and you are seeking preliminary estimates on the cost of demolition scope of work.

Our budgetary figures have been developed using your aerial site photograph as reference, and the
information which you have provided to us.

Please bear in mind that the demolition figures are based on the demolition work being exclusive of
any environmental, asbestos abatement, or haz-mat considerations. Obviously, on a project of this
nature, environmental concerns and decontamination will be a factor and needs to be budgeted
accordingly. This is briefly discussed elsewhere in this letter.

For the discussion purposes, we have broken the scope of work into segments.

The initial segment of work involves demolition of steel framed factory buildings down to slab.
The greatest portion of the above grade work is composed of these steel framed factory buildings
and structures.

Due to the fact that the steel and other metals in these structures is a recyclable asset, the net cost of
this portion of work to grade elevarion is relatively negligible, when offset by scrap and salvage
values. Please bear in mind that under good scrap market conditions, these steel frames buildings
and structures above grade would be considered an asset.

For the purposes of this estimate, we have used current general market conditions as the basis of
our price. Should scrap pricing change significantly, this would have a significant impact on the
overall net cost. We are hoping that the scrap market has neared bottom, and that improvement
will come within the nest several months, but this is tied to the general condition of the economy
and heavy industries.

OFFICES AND YARDS: New York, Philadelphia, Cincinnati, Covington, Calgary, Louisville, Charleston, Indianapolis, Chicago, St. Louis, St. Paul, Dallas, Los Angeles, San Francisco

BOE-C6-0113021
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The cost to demolish all other types of structures on the site, down to their slab elevations has also
been considered in this estimate. These various types of construction include wood frame and
stucco, reinforced masonry, unreinforced masonry, and concrete tilt-up. This demolition work
will involve the demolition, removal and disposal of the various building elements at dump sites or
landfills. This portion of work constitutes a moderate cost factor.

The major cost impacts on this project will be related to the demolition and removal of the below-
grade slabs, foundations, substructures. This would be the excavation and removal cost for the
building slabs, pads, substructures, including pits, machine bases, basement areas, and perimeter
footings. A reasonable allowance for these removals is included in this proposal.

Please bear in mind that without plans and as-built drawings we can only make an educated guess
as to the value of this sub grade work. If there are a significant amount of deep heavy equipment
foundations and concealed major substructures on the site, you may want to add a significant
contingency to your budget. Of course, the depth and size of these removals will also impact the
recompaction and restoration of the site.

The remainder of the site consists of asphalt paving. The cost to remove the paving has also been
included in the this estimate.

Due to a large volume of solids, including concrete, masonry and asphalt, we believe that on-site
crushing and processing of this material into a crushed base is the most reasonable approach. This
will yield approximately 250,000 net tons of Class 2 Type base material. This material when
stockpiled and left on site can be regarded as an asset which can then either be sold or utilized for
future on-site development.

Though our budgetary proposal has been based upon leaving voids from basement and pit
removals, as per your instructions, it should be remembered that the Class 2 materials can be used
for backfill of voids, should that be required by the City of Torrance.

Based upon these factors, we feel that under current market conditions the
demolition, site clearing, and crushing operations can be completed for
approximately $4,250,000.00 (Four Million Two Hundred Fifty Thousand
Dollars).

We believe that off-site hauling and disposal of the aforementioned materials would add at least
several hundred thousand dollars to the budget figure quoted herein.

As noted previously, this figure assumes current market price for the ferrous and non-ferrous scrap
materials which would be generated from the site.

As you have instructed, we have been conservative in our estimation of other salvage. We
understand that boilers, machinery, generators, and other salvageable items may be salvaged or
moved by others prior to our work. We have not made any major allowance for this equipment and
any detached plant assets in this bid. We have assumed however, that the main power grid and
utility systems would be left intact.

Environmental Issues:

As you are probably aware, there are a number of potential environmental issues regarding this site
that will need to be addressed prior to demolition.

BOE-C6-0113022



Page 3

In our site inspection, I noticed the presence of asbestos fireproofed steel and asbestos pipe
insulation. There are also several thousand fluorescent light fixtures throughout the plant whose
ballasts can be expected to contain PCB's. -

In the machine tool areas, it was also noted that the concrete surrounding the machines was well
soaked with machine oils of various types. Of course, there may be soils contamination in these
and other areas around the plant.

Our budgetary proposal does not include cost for the remediation or removal of any of the items
listed in this section.

We would like to point ouk to you that Cleveland Wrecking Company and it’s subsidiary,
Cleveland Environmental Services, Inc. have in-house capabilities to handle all of these
decontamination, asbestos abatement, and haz-mat issues.

We have the ability to handle all of these items, along with demolition work, in a “turn-key”
fashion in the most reasonable and pracﬁ'c"éﬂgapproach. We would welcome the opportunity to
explore these areas upon receipt of your environmental assessment and surveys.

In closing, Cleveland Wrecking Company appreciates the opportunity to formulate this budgetary
proposal for McDonnell-Douglas Aircraft. We have many years of experience demolishing and
salvaging major plants and facilities such as Zgur;l:prrangefdgility.

Please note, that we are the largest deifiolition contractdpiy the United States and have been in
business for over 83 years. Our f&solttes;-experienceyand creativity are a perfect fit with the
needs of this challenging project.” — S,

L. P

I am including with this proposal-a-brachure on our company’s background and capabilities. I
hope you will find the time to look through it.

.

As we discussed on the telephone, if ?o@"fé&iﬁffe‘”ﬁﬁ?’@aﬁﬁcations, or have any questions
regarding our proposal, please feel free to contact fe'8t 'yt barliest convenience.
e - -0

W Ay s m

Sincerely,

Lawrence E. Grauman
Project Manager / Estimator

LEG:;jw
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File Uinde
From: Tom Motherwey
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